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Before the F?f_":“m .
FEDERAL COMMUNICATIONS COMMISSION ‘ ‘“’&-‘g |74 f [:g

Washington, D.C. 20554 Apn )
3 1997,

€G-
In the Matter of )
)
Usage of the Public Switched ) CC Docket No. 96-263
Network by Information Service and Internet )
Access Providers )
REPLY COMMENTS

BellSouth Corporation and BellSouth Telecommunications, Inc. (“BellSouth™) hereby
submit their Reply Comments to the comments filed in response to the Commission’s Notice of
Inquiry (“NOTI”) concerning the actions the Commission should take regarding information
services and Internet providers interstate use of the public switched network.'

The core issue confronted in the Commission’s NOI is the identification of the steps the
Commission should take that would encourage and facilitate the development of high speed voice
and data telecommunications networks. A fundamental concern expressed by the Commission
and echoed by many parties in their comments is that the actions ultimately taken must be

constructed so as not to chill the development of Internet and other information services that use

the telecommunications network.

! In the Matter of Access Charge Reform, Price Cap Performance Review for Local

Exchange Carriers, Transport Rate Structure and Pricing, Usage of the Public Switched
Network by Information Service and Internet Access Providers, CC Docket No. 96-262, CC
Docket No. 94-1, CC Docket No. 91-213, CC Docket No. 96-263, FCC 94-488, Notice of
Proposed Rulemaking, Third Report and Order and Notice of Inquiry, released December 24,
1996 (hereinafter “NOT”).
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BellSouth shares the Commission’s objective and vision of a state of the art, high speed
voice and data telecommunications network that can support and foster the growth of new and
innovative information applications. To achieve the objective, however, will require a
commitment to a new regulatory framework that will create an environment which will encourage
investment and innovation.

As BellSouth pointed out in its Comments, the question is not merely whether or not
access charges, as presently constructed, should apply. A far greater range of policies are
implicated. In its Comments, BellSouth has presented an approach that, if implemented, would
alleviate the congestion on the public switched voice network through the creation of a high speed
switched data transport service based on a network access server. This network-based solution
would provide Internet and other information service providers a means of access to their
subscribers that would have the same ubiquity they currently obtain from the public switched
voice network.

There are, nevertheless, regulatory hurdles to be overcome before such a network-based
solution can be implemented. The network architecture would involve protocol conversion. The
Commission’s current rules regarding the manner in which local exchange carriers such as
BellSouth may provide protocol conversion effectively insure that the arrangement would be
unacceptable in the marketplace because the complexity and cost of the arrangement would be
increased. Thus, the Commission should address eliminating the regulatory barriers that inhibit
the successful introduction of arrangements such as that suggested by BellSouth.

Regardless of whether one supports BellSouth’s proposal, it is readily apparent that the

time has come for the Commission to act and establish an interstate solution to an interstate
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problem. Under the current rules, enhanced service providers (“ESPs”) are exempt from paying
interstate access charges for the use that they make of exchange access facilities to originate and
terminate interstate traffic. While the exemption allows ESPs to use local exchange services to
originate and terminate interstate traffic, the exemption is a “rate” exemption; the exemption does
not, nor could it change the underlying jurisdiction of the traffic.”

Nevertheless, it now appears that the interstate access charge exemption is being
misconstrued. In their joint comments, Bell Atlantic and NYNEX state that some competitive
local exchange carriers claim that traffic terminating at an ESP location is subject to reciprocal
compensation. Bell Atlantic and NYNEX correctly point out that reciprocal compensation only
applies to the transport and termination of local traffic, not interstate interexchange traffic such as
the originating and terminating traffic that is subject to the Commission’s interstate access charge
exemption. This confusion can and should be corrected by the Commission. A rulemaking
proceeding that would establish an interstate access solution would assure similar problems do not
arise in the future.

CONCLUSION
Thus, it is clear that the status quo is no longer acceptable. The status quo does not form a

solid foundation for the development of innovative advanced information services. The status quo

: The jurisdiction of telecommunications traffic is determined by the nature of the traffic on

an end-to-end basis, not the physical location of the facilities used to carry the traffic. See e.g.,
National Ass’n of Regulatory Utility Commissioners v. FCC, 746 F. 2d 1492 (D.C. Cir. 1984).

There can be little dispute that the majority of Internet traffic, for example, is jurisdictionally
interstate.
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will not achieve a quality, high speed data and voice network. Public policy demands clear and

decisive Ieadership by the Commission and the first step is for the Commission to begin a

rulemaking proceeding.

Respectfully submitted,

BELLSOUTH CORPORATION
BELLSOUTH TELECOMMUNICATIONS, INC.

By QJQ\W\W

M. Robert Sutherland
Richard M. Sbaratta

Their Attorneys

Suite 1700

1155 Peachtree Street, N. E.
Atlanta, Georgia 30309-3610
(404) 249-3386

Date: April 23, 1997
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CERTIFICATE OF SERVICE

I hereby certify that I have this 23rd day of April, 1997 served the following parties to this
action with a copy of the foregoing REPLY COMMENTS by placing a true and correct copy of
the same in the United States Mail, postage prepaid, addressed to the parties listed on the

attached service list.

Juanita H. Lee
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